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ANALYSIS OF THE PHENOMENA OF THE 

PANIC IN THE UNITED STATES 

IN 1893. 

The year immediately preceding the financial crisis of 
1893 did not present symptoms or indications of ap- 
proaching panic which generalizations from the history 
of preceding business crises in the United States had 
declared should be observable at such a time. 

A summary in a recent publication * of what have been 
regarded as essential, underlying conditions of approach- 
ing panic enumerates wonderful prosperity (as indicated 
by numerous enterprises and schemes), a rise in the prices 
of commodities, of land, and of houses, an active demand 
for workmen, lower rates of interest, a general taste for 
speculation (" in order to grow rich at once "), growing 
luxury leading to excessive expenditures, " and a very 
large amount of discounts and loans and bank-notes, and 
very small reserve in specie and legal tender notes, and 
poor and decreasing deposits." 

* A Brief History of Panics and their Periodical Occurrence in the United 
States. By Clement Juglar. 6. P. Putnam's Sons, New York. 1893. 
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Panics in business communities may be divided into 
two classes, (1) commercial and (2) financial. The au- 
thor rejected the notion that there was any basis for 
presuming a purely commercial panic imminent, for which 
he had abundant data; and by his own rule, based on 
preceding financial disturbances, felt himself obliged to 
predict as follows: — 

Tho fact that an analysisof the bank returns to the Comptroller of 
the Currency shows that available resources (capital, deposits, sur- 
plus, and undivided profits), as compared with demands (loans and 
discounts), are good and growing, considered in regard to the other 
signs* indicating prosperity, . . . justifies the prediction of the steady 
development of a prosperous period. 

The foregoing was written apparently six or eight 
months before the crash in industrial securities in May, 
1893, with which the panic made its formal appearance 
in the United States. Evidently, then, the results of 
elaborate investigation into banking statistics from 1811 
to 1892, covering eight panic periods, showing sharp 
checks in the growth of deposits coincident with con- 
tinued free expansions of loans just prior to financial 
crises, must be regarded as not entirely trustworthy in- 
dications. 

Yet, be it observed, taking the years 1871 to 1874 in- 
clusive, banking returns fell quite within the rule. Ag- 
gregate loans increased 10 per cent, between March 18, 
1871, and February 27, 1872, while deposits increased 
only 5 per cent. In the following year loans increased 
8 per cent., but deposits only 7 per cent; and in the 
(panic) year 1873-74 loans gained 2 per cent., while 
deposits decreased 9 per cent. Again, in the years 1882 
to 1885, inclusive, a like exhibit is made. Loans increased 
in volume 5.7 per cent, within the twelvemonth ending 
March 13, 1883, and deposits fell off 3 per cent. The 
next year loans gained 5.7 per cent, to March 7, 1884, two 

* Those indicating; inprobability of impending commercial panic. 
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months prior to the outbreak in Wall Street, during which 
period deposits gained only 3 per cent. In the follow- 
ing year loans went off 6.7 per cent, and deposits 5 per 
cent. But, if one contrasts the annual movement of 
bank loans and deposits during five years, ending with 
the autumn of 1892, similar "indications of approaching 
financial panic " will not be discovered. 

Per Cent of Increase 
Loans Deposits 

Tear ending February 26, 1889, 7.6 8.2 

Tear ending February 28, 1890, 8.2 9.0 

Tear ending February 26, 1891, 4.5 .i 

February 26, 1891, to March 1, 1892 6.0 15.0 

March 1, 1892, to September 30, 1892, 6.0 4.0 

While loans were expanding regularly, the like was 
true of deposits, with one exception, which was not 
enough to warrant belief in impending business disaster, 
when viewed in contrast with the more rapid rate at 
which deposits increased when compared with loans and 
discounts between March, 1891, and October, 1892. 

This compels the rejection of preceding generalizations 
of indications of approaching financial panic as insuffi- 
cient, and points to the necessity for an extended exami- 
nation into the features of the business convulsion through 
which we have recently passed, having in view an accu- 
mulation of data and characteristics of phenomena of 
this class, which may assist in making a broader and more 
comprehensive generalization. 



The years 1885 and 1886, following the comparatively 
restricted financial disturbance of 1884, comprised a period 
of enforced economy and recuperation. Fraudulent bank- 
ing methods had resulted in heavy failures, and precipi- 
tated a crash in May, 1884, carrying down institutions 
which might otherwise have remained solvent. These 
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disasters dragged after them a large number of commercial 
concerns, and, owing to the existence of over-extended 
credits complicated with the pernicious practice of dating 
bills ahead, brought about a panic in commercial circles 
which required two years to overcome. 

Beginning in 1887, there followed three years of mod- 
erate revival. Railroad building increased, and the vol- 
ume of trade gradually expanded. During this period 
British investors became interested to large amounts in 
South African gold mining enterprises and in large under- 
takings for the construction and development of public 
works in the Argentine Republic and in Australia. In 
France speculation in tin, copper, and sugar, assumed 
such vast proportions as to affect and therefore attract the 
attention of the public in all parts of the civilized world, 
thus tending to emphasize at home and abroad the in- 
judiciously extended investment of capital in this the 
preceding period of trade expansion. Never since the re- 
sumption of specie (gold) payments in the United States 
in 1879 had the so-called free silver party been idle ; and 
in 1890 the outcome of the controversy between the single 
gold standard party and the " friends of silver " resulted 
in the compromise measure in Congress known as the 
Sherman Law, by which the government was required to 
purchase $4,500,000 of silver each month. The high pres- 
sure of industrial production, abroad as well as at home, 
was, moreover, stimulated in 1890 by the passage of the 
McKinley tariff act, the former owing to an endeavor to 
turn out and export to the United States a maximum 
quantity of products prior to the going into operation of 
the higher tariff, and the latter in anticipation of a wider 
home market, due to increased import duties. The calen- 
dar year 1890 presented, therefore, a flood-tide record as 
to the volume of general trade in the United States. 

One of the first evidences of approaching reaction was 
felt in England in 1890, on the realization of the practical 
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bankruptcy of Portugal, though this was overlooked in 
the onward sweep of the then more conspicuous evidences 
of prosperity. But the collapse of booms in South Afri- 
can gold mining properties arrested attention, as the 
results were severe losses to many thousand investors of 
moderate means, thus taking away from financial London 
an important prop to investments. The collapse of the 
boom in Argentine securities, owing to national, State, 
and municipal governments in that country finding them- 
selves unable to carry their obligations, proved a stagger- 
ing blow to the English financial world, practically 
dragging down the great house of Barings. This reflected 
itself in Wall Street, where the economic function of 
organized speculation is to discount and register future 
values of investment securities. While the puncture of 
the so-called Australian boom naturally intensified the 
shock to British and indirectly to American capital, it 
was by no means so disastrous, because the greater portion 
of investments there suffered relatively smaller actual loss 
than those in the Argentine Republic and South Africa, 
being converted into longer time, but less depreciated 
obligations. Leading railway securities traded in at the 
New York Stock Exchange declined sharply, the months 
of November and December in 1890 presenting marked 
panic symptoms in Wall Street.* Lowest quotations 
were reached in most instances prior to the close of the 
year, as lowest quotations in 1891, showing a very general 
though moderate enhancement in values. The action of 
the Bank of England in going to the rescue of the Barings 
prevented what almost unquestionably would have proved 
a more disastrous panic, not alone in England. Concerted 
action by strong financial institutions here and abroad in 
taking care of outstanding obligations in the business 
world, followed here by the two largest wheat crops on 
record, — coincident with Russian and French deficiencies 

*For comparative quotations, see the taHe on p. 253. 
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in wheat harvests, — coupled with the momentum remain- 
ing from the unprecedentedly prosperous commercial year 
1890, aided in the process of reorganization and rehabilita- 
tion which marked 1891 and 1892. The latter year was 
characterized by restrictions of mercantile credits and by 
wide-spread efforts at settling old accounts. There were 
many attempts at extensions of trade, but they were not 
the rule. The "silver question" had not been allowed 
to sleep during the two years of enforced industrial and 
commercial intrenchment, and by the close of 1892 was 
prominent in legislative and other discussions involving 
the public welfare. The practical withdrawal of London 
investors from Wall Street and as investors in or sub- 
scribers to American enterprises had, even then, long 
been attracting attention ; yet so promptly had remedial 
measures been put into operation during the financial 
disturbance of 1890, and so steadily had shorter credits 
and the process of paying old debts and contracting fewer 
new ones been enforced for nearly two years, that, while 
"panic" had been frequently prophesied as the outcome 
of indefinite continuation of the policy of compulsory 
monthly purchases of silver, few, if any, expected an early 
approach of such a result. No one predicted such in the 
near future, and some of the best informed refused to 
recognize the panic when it had actually arrived.* 

The effects of the withdrawals of British speculative 
investment funds had been viewed with apprehension 
ever since the Baring embarrassment. Many efforts have 

* The president of the Chemical National Bank, New York, May S, said 
to a representative of Bradstreet's, apropos of the crash which had taken place 
in Wall Street : " It is rather an ungracious act to say, * We told you so ' ; but 
the fact nevertheless remains that the present financial emergency has been 
directly caused by the distrust engendered by the unsatisfactory silver situa- 
tion. Of course, unreasonable and unwarranted inflation of some industrial 
securities has contributed to render the present condition apparently more 
critical. Liquidation has assumed, therefore, an aspect almost startling in 
some directions. All things considered, however, the recent immense shrink- 
age has done good ; and the situation at present leads me to believe that the 
storm is passing over and that clearer skies are in sight." 
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been made to approximate the total sum withheld from 
investment in the United States through disapproval or 
fear of the effect of our compromise silver policy, but 
without satisfactory results.* Such withdrawals and 
withholdings of foreign capital have been variously esti- 
mated at not less than $500,000,000 between the passage 
of the Sherman silver law in 1890 and the beginning of 
the heavy export movement of gold in 1893. As ex- 
pressed in a New York financial newspaper,! London 
continued to look with indifference on our securities, as 
" attested by the utter lack of buying of stocks for for- 
eign account, which has shown itself since the Baring 
disaster abroad and the adoption of the Sherman silver 
act here." 

The year 1893 opened with many expressions of con- 
fidence in a prosperous future of general trade, but with 
some freely expressed doubts. The writer recalls an 
illustration in a call received by him in March, 1893, 
from the heads of a New York branch of a large British 
manufacturing concern. They wanted to learn the facts, 
so far as possible, bearing on the probability of an im- 
provement in the condition of general trade in the United 
States, or the reverse, during the summer and autumn of 
1893. What was told them did not include a prediction 
of panic, — then only six weeks distant, — but reasons 
were presented for believing the volume of trade would 
not expand, that the industrial output would decrease, 
that hours of labor would be curtailed and wages reduced, 
that credits would be restricted, and that interior mer- 
chants would buy for near-by wants only. Evidently, 
judging from inquiries of this nature, there was, among 

*In an address before the American Bankers' Association in Chicago, 
October, 1893, Mr. Joseph C. Hendrix, president of the National Union Bank 
of New York, said, " The Bland act, followed by the Sherman act, with a free- 
coinage party never idle in Congress, drove away the foreign capital that Aus- 
tralia has since squandered." 

t BradstreeVs, July 22, 1893. 
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bankers, note brokers, large manufactures and dealers, a 
manifest uneasiness as to what the new year would bring 
forth. In March, too, the stock market showed extreme 
nervousness. Gold was going abroad freely, and banks 
were finding it important to be more conservative in mak- 
ing discounts as well as collateral or stock market loans. 
Meanwhile the cloud which hung over the trade situa- 
tion darkened. Great Britain was feeling the pinch, not 
only of Australian, Argentine, and South African financial 
embarrassments, but of decreased purchases from those 
countries, as well as from Chili, Uruguay, and Peru. 
Our imports of merchandise had been exceeding our 
exports in value ; and the probable gold requirements of 
Austria, France, and England, served to intensify anxiety 
on the part of those who kept themselves abreast of the 
situation. 

With the approach of April the necessity for a con- 
siderable accumulation of ready funds to meet the 
customary interest and dividend disbursements and com- 
mercial settlements showed itself in panicky symptoms 
in the New York stock market, though no serious difficul- 
ties presented themselves. The gold clause in contracts 
made at New York was being insisted on in the second 
week of April, marking growing apprehension of lenders 
lest continued accumulation of silver in the treasury 
should result in depreciating the standard of value. 

The success in tiding over April 1 and its period of 
disbursement, followed by shipments of currency to New 
York from the West, availed little in checking the spirit 
of unrest, representatives of foreign lenders declining at 
one time during the third week of the month to make 
loans at all in the New York market. A temporary feeling 
of relief was caused late in April by the formal announce- 
ment from the Treasury Department that no discrimina- 
tion would be made between legal tender and treasury 
silver notes, and it was accompanied by a temporary ces- 
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sation of gold exports. But this was offset by the pros- 
pect that the government would be compelled to sell 
bonds to buy gold to maintain the 1100,000,000 treasury 
gold reserve, with which to guarantee the payment of the 
greenback treasury notes, and by domestic trade condi- 
tions calling for the shipment of funds from New York to 
the West. The sensitiveness of the public to the like- 
lihood of cutting into the $100,000,000 treasury gold 
reserve was illustrated by the Boston banks furnishing 
$5,000,000 to the National Treasury in the last week of 
April, at which wide-spread commendation was expressed. 
The crash of prices of industrial securities in Wall 
Street in the opening week of May was severe, far ex- 
ceeding in its direct and indirect effects the panic in the 
stock market in November and December, 1890, though 
the losses and disturbance in this class of securities — 
" sugar," " lead," " whiskey," and " cordage " — were only 
the beginning of the end, the first stones to be pulled 
from the structure which thereupon came crashing down. 
Even then, with the panic here, few recognized it. 



II. 

Bankers at New York, as a rule, were disinclined to 
express themselves freely as to the severity and probable 
outcome of the financial disturbance, evidently fearing it 
would cause unnecessary alarm. The public prints were 
therefore furnished with opinions that the " clouds " would 
no doubt soon pass away, while the fact that the " worst 
was over in the Argentine Republic," where the premium 
on gold had fallen from 375 eighteen months ago to 280 
by Christmas in 1892, was cited as evidence that the tide 
had turned. The charge that the Sherman silver law of 
1890 was primarily responsible for discrediting our cur- 
rency by drawing capital from American investments 
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was becoming more common. Treasury gold reserves* 
dropped below $100,000,000, and many shrewd observers 
sought to explain away the outbreak of the panic in " in- 
dustrials " as merely a healthful liquidation of over-capi- 
talized securities. 

Mat. The features in financial and commercial com- 
munities during this the first of the six months in which 
the panic of 1893 may be said to have run its course are 
pronounced. Following the liquidation of industrial se- 
curities, almost all stocks listed at the New York Stock 
Exchange went off in price,f bankers called old loans, re- 
fused new ones except on a much larger margin of collat- 
eral, and began scrutinizing commercial paper offered for 
discount as seldom ever before. They announced that 
only customers of the banks would be " taken care of " ; 
and this was naturally followed by a restriction of com- 
mercial credits by manufacturers, commission merchants, 
and jobbers. So promptly and generally were these meas- 
ures adopted that many business concerns were unable to 
shorten commercial sail to meet the gale, and failed, the 
record of business embarrassments t early in this month 
increasing on an average of from 8 to 16 daily throughout 
the country, as contrasted with like periods in the pre- 
ceding year. It should be noted, however, that relatively 

*One of the earlier unfavorable psychological influences was the intrench- 
ing on the $100,000,000 of gold long agreed upon as the minimum reserve with 
which to guarantee the payment of the treasury notes. This took place in 
April, as shown in the following totals of gold reserve in the National Treas- 
ury at dates named . — 

April 1, (over) $100,000,000 August 3, (over) $100,000,000 

May 1, $97,011,330 September 1, $96,009,000 

June 1, $95,048,640 October 1, $93,682,000 

July 1, $95,485,413 November 1, $84,384,000 
August 1, $99,202,933 

tFor a record of the monthly range of prices of some of the more conspicu- 
ous securities referred to, see the tabular exhibit on p. 253. 

J The number of business failures each week throughout 1893 will be 
found in the table on p. 254. 



PHENOMENA OF THE PANIC IN 189S 127 

few failures took place in Wall Street, which is explained 
by the operations of the Stock Exchange Clearing-house, 
established less than one year before. About half a dozen 
failures occurred, but the adjustment of losses in connec- 
tion with shrinkages of values was carried out by stock 
deliveries involving relatively small sums, the workings of 
the system being a most important lesson as to the value 
of modern methods of business. 

At the West failures in business were becoming conspic- 
uous, notably among banking institutions ; and through- 
out the country the proportion of failures of commercial 
enterprises possessing large capital was much larger * than 
usual. While country merchants had begun to buy for 
near-by wants only, the totals of bank clearings, covering 
transactions settled with checks, drafts, etc., at fifty-four 
cities, had not begun to decrease, for the reason that, 
owing largely to the existence of credits, the records of 
clearings, as a rule, indicated the situation of things as 
they stood a month or six weeks before. Time and call 
loans, however, at New York, Boston, and Chicago, had 
advanced sharply, — more noticeably at New York.f In 
the third week of May the appointment of a receiver 
for the Northern Pacific Railroad further depressed the 
stock market, while additional bank failures in Australia 
affected the London money and stock markets almost as 
unfavorably as did the Baring failure in November, 1890. 
An outcome of this was a weaker share market at New 
York, and the beginning of a general appreciation that 
the prevailing financial and commercial disasters were to 
extend well into, if not through, the summer. What ap- 
peared to the general public as a particularly ugly feature 
of the situation was the strength of foreign exchange, gold 
persisting in going abroad in large sums, an average of 

*About 17 per cent, of the whole number as against 9 or 10 per cent, in 
prosperous seasons. 

tSee the table of rates in the three cities, on p. 254. 
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about $1,000,000 daily. The rate for sterling exchange * 
was from 1 J to If per cent, on the pound sterling, higher 
than in a like period in 1892 during the greater portion of 
the month. 

The pressure in London to get gold was due to the 
stoppage of remittances by Australian banks. The latter 
had been lending their enormous English deposits on land 
and personal securities. This money had gone into land 
and other private and public schemes for " development," 
which in many instances took on an inflated character, 
and in others became veritable booms. With the inevi- 
table collapse came failures of banks and the stoppage 
of customary remittances of gold to London. English 
money and share markets were almost panic-stricken, 
the Bank of England raised its discount rate, and gold 
promptly went from the United States. About one-third 
of the deposits of the Australian banks was by British 
depositors ; and the effect of tying it up indefinitely was 
serious, although less so than if it had not been practically 
loaned for fixed periods. 

In the last week of May banks West and North-west 
throughout the United States began calling on New York 
and other Eastern financial institutions for funds, and 
banks at the East more uniformly adopted the policy 
of making few, if any, new loans on commercial paper. 
The reorganization of Richmond Terminal appeared as 
driftwood in the stream of events, and bank clearings 
totals f finally began to register smaller volumes of general 
trade from week to week ; but at the close of the month 
the stock market, both at New York and London, showed 
more confidence. 

* The New York rates for sterling at the close of each week in 1893 and 
1892 are given in the table on p. 254. 

t The course of general trade (shown in the tahle on p. 255), indicated by- 
bank clearings totals, weekly, in 1893 and 1892, is given elsewhere in connection 
with this article. 
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June 1-10. Favorable features during the first third 
of the month of June were few, including only what was 
to be gathered from a continued feeling of comparative 
ease in the London market, resulting in a check to our 
exports of gold,* an unexpected increase in railroad 
earnings for May, and the announcement that an extra 
session of Congress would be called September 15, to take 
action on the then loudly demanded repeal of the Sherman 
silver act.f 

The reverse of the picture included a further visible 
decrease in the volume of trade East, West, and North- 
west, but relatively less South, heavily decreasing bank 
clearings, the banks still calling loans and restricting 
credits to such an extent that the open market for com- 
mercial paper % at New York had practically disappeared. 
Call loan rates, it is true, were easy; but the class of 
securities demanded, both as to quality and amount, was 
far above the normal. Time loans could rarely be ob- 
tained. An incident of this period was the disappointing 
attendance at the World's Fair. The depression in busi- 
ness circles showed itself in lower prices ; § and the effect 
on manufacturing industries was observable among iron 
furnaces, mills, and foundries, then beginning to work on 

* Although no permanency was looked for. 

t In the so-called silver States, in some Granger States, and in portions of 
the South sentiment was largely averse to the repeal of the measure. 

X Early in 1893, as in periods of moderate prosperity, commercial discounts 
at New York ranged from 31 to 4 per cent., for best paper to 6 per cent. Dur- 
ing May discounts advanced steadily from i to 15 per cent., the bulk being 
at from 7 to 10 per cent. During June, as stated, the open market for commer- 
cial paper at times disappeared, there being no demand from brokers or others ; 
and this continued true during July and August. The banks, in most in- 
stances, carried paper for regular customers, and made moderate advances to 
aid in carrying on business and contracts ; but new enterprises had to be aban- 
doned very generally, owing to inability to discount paper. By the middle of 
October the discount rate at New York had reacted to 8 per cent., and by 
October 28 was down to 5h to 6 per cent. The pressure began to ease up 
materially during September. 

§ See the table on p. 256, giving comparative quotations of staples. 
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orders. Enormous sums of money (15,000,000 in cur- 
rency in one week) were shipped from New York to 
Chicago, so great had become the tension at the West, 
owing to inability of banks there to meet trade demands.* 

June 10-30. Increasing business failures, continued 
restriction in business, decreasing clearings totals, smaller 
totals of bank reserves at New York f and at other finan- 
cial centres, and of gold in the National Treasury, de- 
clining prices, increasing rates of interest, and the old 
difficulty in effecting commercial discounts, remained con- 
spicuous features of the situation during the middle of 
June, supplemented by what was styled "hoarding 
money" by the banks, notably at Chicago.^ 

The clouds thickened within a fortnight and the New 

* . . . " Early this year a large proportion of the millions of foreign money 
employed for speculative investment in American securities were withdrawn, 
our shares being by that a«t practically dumped into our laps, with a request to 
pay for and keep them. Banks here were called on to help take care of this 
unrecorded class of importations, and began to realize that for some time to 
come our available supply of funds would be smaller. This was accompanied 
by heavy exports of gold, owing in part to the smaller value of our exports of 
breadstuffs and cotton in the last fiscal year, and in part to practical purchases 
and exports of gold for the account of Austria, Germany, and other European 
nations. Private money-lenders, capitalists, and other individual depositors in 
banks had ere this begun to draw out balances, and place them in safe-deposit 
vaults, to insure their availability. — "Phenomenal Aspects of the Financial 
Crisis," in the Forum, September, 1893. 

t See detailed report of weekly totals of New York bank deposits loans and 
reserves, by weeks, given on p. 255. 

t In an address before the Boston Bankers' Association the Comptroller of 
the Currency, Mr. James H. Eckels, said. "Between May 4 and October of 
this year the withdrawals in individual deposits in national banks alone were 
$299,000,000, and of banks and bankers' deposits to the amount of $79,000,000, 
— a total of $378,000,000. To meet this strain, the banks were compelled to call 
in loans, thus depleting the resources of active trade to the extent of $318,000,- 
000, and from banks and bankers to the amount of $51,000,000, while to their 
borrowings was added $37,000,000. In the light of these figures, apart from 
the statistics of a like nature which could be added from State, savings, and 
private banks, who can doubt but that the shrinkage in deposits on the one 
hand, contributing only to the fund of hoarded money, and the calling in on 
the other of loans necessitated by the demands of depositors withdrawing such 
vast sums from the activities of business, contributed more than all else to the 
stagnation from which we have suffered ' " 
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York banks, and shortly after those in Philadelphia, began 
the issue of clearing-house certificates, based on securities 
deposited by banks, members of the clearing-houses, with 
which to pay bank balances ordinarily paid in cash, thus 
marking the extreme scarcity of funds. A corresponding 
amount of money was liberated for commercial use.* The 
New York banks had by June 16 been shipping west an 
average of a million a day for two weeks, cotton and 
woollen goods manufacturers were beginning to reduce 
outputs, and work only on orders, prices of leading food 
and other products continued their downward course, 
foreign trade totals were growing smaller, and in all 
directions (except at the South, which, strangely enough, 
succumbed to the ravages of the panic more slowly than 
other portions of the country) general business continued 
on the down grade. Stock market prices followed on 
a report that India was about to restrict the coinage of 
silver. It was on June 13 that the Secretary of the Treas- 
ury issued a statement bearing on the wide-spread discus- 
sion of the operation of the Sherman silver act of 1890, 
in which he pointed out that, if the policy of the silver 
purchase law should be continued and the Treasury De- 
partment compelled to issue bonds or otherwise increase 
the interest-bearing public debt, this would be done for 
the purpose of procuring gold with which to pay for 
silver bullion under the act of 1890. 

By June 24 the New York banks had shipped $23,000,- 
000 to the West to relieve the demand there, about 
$2,500,000 being sent to the Pacific Coast, where the 
panic had temporarily centred ; but this failed to prevent 
the suspension of a score of banks in California. In 
Milwaukee, Minneapolis, St. Paul, Boston, and Provi- 
dence extreme tension was being experienced in the 
money markets. A small importation of gold, $500,000, 

* For details as to the issue of clearing-house certificates, see the Note at 
the end of this article, on p. 145. 
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failed to attract attention, and New York stock market 
quotations at the end of June went off again on higher 
sterling exchange rates, and the financial disturbance on 
the Pacific Coast. Silver bullion* reacted again on the 
rumored abandonment of free coinage by India. 

The general business situation at the end of June was 
a trying one. There were prospective disbursements 
on July 1, which hung like lead on the money market at 
the metropolis. The latter sent $4,000,000 west within 
six days prior to July 1, silver dropped from 81 cents 
to 62 cents per ounce on the closing of the India mints 
to free silver coinage, and the American market for 
silver was "paralyzed," causing the Colorado smelters 
and miners to stop work and discharge thousands of 
employees. Detroit suffered from one of the localized 
panics which were appearing at intervals throughout 
the country, and the Salt Lake, Charleston, and Albu- 
querque clearing-houses ceased operations. In the New 
York stock market purchasing demand seemed to have 
disappeared; more industrial establishments were working 
only on orders, and many had shut down altogether, the 
only bright ray through it all being a temporary cessation 
of outflows of funds to the country from New York. 

July 1-15. The earlier half of July brought a contin- 
uation of the improvement in feeling in financial circles, 
as it was found that customary disbursements and com- 
mercial obligations had been met without serious diffi- 
culty, and New York banks discounted a little more 
freely for the time. This was in marked contrast with 
the situation at Chicago; Philadelphia, Boston, Provi- 
dence, and other cities, where extreme stringency con- 
tinued unabated. The total amount of clearing-house 
certificates taken out by banks at the metropolis amounted 
to $22,000,000; and encouragement followed the retire- 
ment of $100,000 in certificates, in the (mistaken) belief 

*See prices of silver bullion in the table on p. 256. 
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that the tide was about to turn. At this time savings- 
banks began to feel the effects of withdrawals of de- 
posits, due evidently to an ill-defined but wide-spread 
fear of approaching insolvency among this class of in- 
stitutions, because of the already unprecedented number 
of and loss from failures of national, State, and private 
banks.* Money was being hoarded in safe-deposit boxes 

•During ten months of 1893 nearly 600 banks were forced to suspend, 
which, with those which resumed or did not resume during that period, had 
assets and liabilities as follows : — 

Estimated 
No. of Banks. Assets. Mabilities. 

Total New England, 14 $9,751,000 $11,798,000 

Total resumed 1 241,000 142,000 

Total not resumed, 13 9,510,000 11,656,000 

Total Middle, 29 10,061,284 10,963,979 

Total resumed, 3 2,772,727 1,932,051 

Total not resumed, 26 7,288,557 9,031,928 

Total Western, 214 55,932,536 47,828,198 

Total resumed, 66 30,624,986 20,995,613 

Total not resumed, 148 25,307,550 26,831,585 

Total North-western, 147 50,118,275 49,474,567 

Total resumed, 46 18,163,780 9,817,974 

Total not resumed, 101 31,954,495 39,656,593 

Total Southern, 96 24,876,267 22,630,596 

Total resumed 22 13,359,057 9,098,217 

Total not resumed, 74 11,517,210 13,532,379 

Total PaciflclCoast 74 30,997,152 25,311,639 

Total resumed, 29 15,153,494 11,528,136 

Total not resumed, 45 15,843,658 13,783,503 

Total Territories, 10 1,547,000 1,179,812 

Total resumed 4 629,000 353,000 

Total not resumed, 6 918,000 826,812 

Grand total United States, ... 584 183,283,514 169,185,791 

Grand total resumed, 171 80,944,044 53,866,991 

Grand total not resumed 413 102,339,470 115,318,800 

It is found by examination of data published in Bradstreefs (November 
18, 1893) that the effect of the panic on financial institutions was not only much 
more severe than in any other single department of business, " but was prob- 
ably more disastrous than any similar series of banking embarrassments when 
the amount of liabilities of suspended banks is considered, not excepting even 
the financial disturbances of 1857 and 1837. But it remains to be explained 
that, while nearly 000 banks (including those in South Dakota) and banking 
institutions were forced to suspend between January 1 and October 31, 1893, 
owing $169,043,791, these banks at dates of suspension were in possession of 
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and elsewhere, as suited the purposes of bankers, capital- 
ists, and others having surplus funds ; and no currency 
was coming East, notwithstanding previous heavy ship- 
ments West and South-west. This locking up of funds 
introduced a new and serious element of disturbance. 

Officials of savings-banks, more noticeably, began to 
prepare for runs by securing loans where possible, and, 
where not, by selling United States bonds and other 
high-class securities to increase supplies of ready money. 
Interest aud discount rates advanced ; * and panicky 
feelings were observable among savings-banks depositors, 
induced in part by these efforts to meet expected demands. 
So scarce had currency become that some New York 
clearing-house banks presented drafts on the Sub-treas- 
ury f for payment, instead of sending them through the 
clearing-house, of which the Sub-treasury was (and is) a 
member. To add to the pressure, Chicago banks, which 
all along refused to resort to the issue of clearing-house 
certificates in order to utilize " over the counter " more of 
their cash, called again on New York for currency; but 
at this time Eastern banks were unable to respond, and, 
with runs on Kansas City and Denver banks, the feel- 
ing in financial circles was one of extreme depression. 
Weekly bank clearings totals were smaller than at any 
time since 1888; and iron, steel, woollen, cotton, shoe, 

assets to the amount of $183,185,389, indicating that in a large number of 
instances it was not failure, but the outcome of an unreasoning insistence, that 
perfectly solvent institutions liquidate on demand. A result of this peculiar 
phase of the financial panic of the summer of 1803 is seen in numerous and 
early resumptions of business by banks which had been forced to close their 
doors while perfectly solvent." 

* See details of variations of time and call loan rates, in the table on p. 254. 

t By this means they obtained ready cash, but the credit balances of the 
Assistant Treasurer (which have to be paid in cash) in daily settlements were 
unduly increased. Several of the leading banks in the clearing-house furnished 
the currency to meet this payment, while the Sub-treasury met the demands by 
refusing to pay currency and meeting drafts in gold. This cheeked the move- 
ment. 
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and glass industries were putting out fires and closing 
doors to an extent which caused general comment. 

An indication of the extent of the financial depression 
early in July is found in the decline in prices of some of 
the more prominent railroad mortgages during the first 
half of the year.* Financial stringency had stopped in- 
vestment demand, and lower values failed to attract in- 
vestors. There was also no European demand for Amer- 
ican bonds ; and, as foreign holders were content to hold 
to investments in which they enjoyed the protection of 
" the gold clause," they were entirely out of the market. 

July 15-29. The concluding portion of July brought 
no evidences of improvement, and it was apparent that 
the storm had not spent its force. The only favorable re- 
ports in financial circles were of moderately increased ad- 
vances on wheat at San Francisco, with a temporarily 
easier feeling there, at New Orleans and New York, and 
the report that a large proportion of suspended banks in 



* From Bradstreets, July 8, 1893 • — 



Bonds. 
| Atchison 43, . 
Brooklyn Elevated 1st 6s, . . 
t Canada Southern 1st 6s, . 
t Central of New Jersey Gen. 6s, 
Chesapeake & Ohio 1st Cons. 5s, 
Burlington Debenture 5s, 
t St. Paul General 4s A, . . 
North-western Gold 7s, . . 
t Rock Island Extension 5s, 
t Lake Shore 1st 7s, . . . 
Louisville & Nashville Cons 7s, 
Missouri, Kansas & Texas 1st 4s, 
Missouri Pacific 1st 6s, . 
New York Central Deb. 5s, . . 

Erie 2d 6s, 

Northern Pacific Cons. 5s, . . 
t Pennsylvania Co, 4}s, 
San Francisco Gen. 6s, 
Texas Pacific 1st 5s, 
Wabash 1st 6s, ... 
t West Shore 4s, . . . 



Pnee 


Price 


Jan , '93 


June 30, 


. 811 


77} 


. . 116 


114} 


105J 


105 


. . 109J 


110} 


103 


100 


. . 1011 


97 


90 


84J 


. . 121 


119 


. . 100| 


ion 


U7J 


117 


. 1UJ 


108| 


791 


77i 


111 


101 


. . 107 


105| 


1011 


89 


68 


61 


106 


107 


. . 106 


110 


. . 76} 


69 


. . 102§ 


99} 


1011 


100 



t Including interest due July 1. 
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Colorado would be able to resume business and pay all 
demands. These advices were offset by further calls on 
the East for money by St. Louis and Denver, and by fail- 
ures of banks at Louisville, — due to withdrawals of ac- 
counts by country institutions, — and others at Milwau- 
kee, Spokane, and Portland, Oregon. Clearing-houses 
suspended operation at Hutchinson, Kansas, and at Hel- 
ena, Montana ; and commercial paper again went begging 
in nearly all larger cities. Mercantile collections were 
well-nigh impossible. There were $7,000,000 sent West 
from New York without immediate effect being visible, 
while the announcement that the New York, Lake Erie, 
& Western Railroad would be placed in the hands of a 
receiver added to the weight of depression. Restriction 
of the regular monthly purchase of silver by the Director 
of the Mint, on the plea that prices of silver at New York 
were above a parity with those at London, served to 
direct attention to and discussion of the importance of 
repealing the Sherman silver law of 1890. 

In the last week of July the stock market at New York 
was visited with a return of extreme liquidation, amount- 
ing to a renewal of panic, but without the excitement 
usually attending such a phenomenon. In the preceding 
week there had been a radical liquidating movement * in 
leading shares. 

The net shrinkage of about twenty representative stocks 
from the average price at the highest quotations of the 
year, the average price in January and February, to 
July 26 was from 82 to 45, an average decline of 37 points 
in six months. In the Baring panic the average decline 
for a number of active stocks was only 20 odd points 
below the highest figures of 1890 in September, just after 
the passage of the Sherman silver law. 

In industrial lines reports of shutting down of iron, 

* Taking the lowest quotations in 1890 during November and December 
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steel, cotton, woollen, and other manufacturing concerns 
continued the order of the day, and many mercan- 
tile as well as manufacturing institutions were finding it 
difficult to procure funds from banks where they kept 
accounts to meet weekly pay-rolls. The attitude of banks 
which refused to cash checks (on balances to the account 
of customers) excited criticism and emphasized prevalent 
uneasiness. Absolute refusals to cash such checks were 
relatively few; but, as a matter of self-protection, — in 
fact, as a safeguard of the general commercial welfare, — 
banks, owing to scarcity of funds from causes previously 
referred to, were obliged to urge on customers the impor- 
tance of checking out as little actual money as possible, 
and then only when absolutely necessary. 

Mercantile failures had been increasing rapidly until 
the weekly totals reached a maximum of 85 to 90 daily 

(the Baring panic) and the lowest quotations on July 18, the result is striking. 
A comparison of prices at the two periods is as follows : — 

Lowest, Lowest, 
1890 July, 1893 

Atchison 23} 17f 

Canada Southern, 42 43 

Canada Pacific, 67 — 

Burlington 80 75} 

Chicago Gas . . 32 52 

St Paul, ... 44 64 

North-western, 98 94£ 

Rock Island 61i 56} 

Omaha, 19 32 

Lackawanna, 123| 139 

Illinois Central 85 87J 

Lake Shore, 100J 113| 

Louisville & Nashville, 65J 51} 

New Jersey Central, 90 95 

New York Central 95£ 95J 

New Pacific Preferred, 55 19 

Pacific Mail, 27} 10} 

Missouri Pacific, 53 25| 

Reading, 26} 13} 

Union Pacific, .... 40 17} 

Wabash Preferred 16 13} 

Western Union, 71} 74} 



In these stocks the shrinkage in value of their share capital as shown is 
000,000, " more than the aggregate silver production of the United States in the 
last five years." 
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as contrasted with an average not above 25 to 30 daily 
in like periods one year before ; though it should be added 
that an extraordinarily large proportion were embarrass- 
ments of really solvent concerns, which were compelled 
to suspend,* owing to inability to make collections or to 
carry out engagements, because of what may be charac- 
terized as almost a dead-lock in business circles. 

This situation is made clear by reference to domestic 
and foreign trade f indications, exports and imports, bank 
clearings and railway earnings, J an examination of which 

* Failure statistics for the United States for she months during four years, 

as reported by Bradstreet's, are as follows : — 

Percent. 

Number Estimated assets to 

failures. assets. Liabilities, liabilities. 

1893, 6,239 $105,371,813 $170,860,222 61 

1892, 6,351 28,936,106 66,536,521 51 

1891, 6,037 48,206,896 92,370,282 53 

1890, 5,466 30,026,116 62,867,962 48 

Nine months' totals, January 1 to September 30, are given as follows for 

like years : — 

Percent. 

Number Estimated assets to 

failures. assets. Liabilities, liabilities. 

1893 11,174 $225,758,881 $324,087,768 70 

1892 7,378 39,209,701 76,971,771 51 

1891 8,866 71,811,320 138,811,510 51 

1890 7,538 44,450,712 92,541,960 48 

During preceding relatively normal years the ratio of assets to liabilities 
ranged from 48 to 51 per cent. ; but in 1884 (panic year) the proportion of assets 
to liabilities was 55 per cent., because during periods of panic or extreme 
stringency of the money market many who may be regarded as solvent are 
obliged to suspend payments, in many instances forced to fail. 

t See table on p. 252. 

t Totals of railroad gross earnings by months in 1893 and 1892 are given 
in the following table : — 

Months. 1893 1892 

January $55,860,000 $65,100,000 

February 54,892,000 66,984,000 

March 61,891,000 68,652,000 

April, 66,001,000 64,148,000 

May 65,018,000 60,314,000 

June, 69,469,000 67,756,000 

July 66,824,000 69,720,000 

August, 64,737,000 63,126,000 

September, 58,195,000 64,917,000 

October 51,163,000 52,409,000 
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shows that the volume of business at the close of July 
had decreased to about one-half the normal at that season. 
Merchants were sending out fewer or no commercial 
travellers to secure fall trade, and receiving with disturb- 
ing frequency requests to cancel orders previously placed 
with them for autumn delivery. 

In short, the end of July had brought no signs of 
near-by relief. 

Jtjlv 29 to August 12. Sales of government bonds 
by savings-banks and individuals in order to raise funds 
were taken advantage of by national banks at New York, 
which purchased a large amount, and used it as a basis of 
additional circulation with visible results in easier money, 
though only temporarily. The other favorable influ- 
ence was the meeting of Congress August 7, in response 
to a call from the President for a special session to repeal 
the silver bill. This was looked on by a majority of the 
general public, as appeared from floods of petitions for 
such action from business organizations, as the beginning 
of action for the restoration of confidence in the standard 
of value * of money in the United States and the loosen- 
ing of purse-strings at home and abroad, which, as de- 
clared, must precede a revival of prosperity. Savings- 
banks, by taking advantage of the "sixty-day clause," 
prevented serious runs, and were selling fewer securities ; 
but money was still hoarded, and currency-went to a pre- 
mium at New York, where 1 to 3 per cent, was paid for 
notes and gold by bankers, merchants, and manufacturers. 

*On December 4 the Comptroller of the Currency made the following 
statement in his annual report " The financial situation of tire past month was 
not the result of either a lack in the volume of currency, of which there is now 
a plethora, or a want of elasticity m the present system of issuing it, but arose 
from a loss of confidence on the part of the people in the solvency of the dis- 
tinctively monetary institutions of the country. It is worthy of note and of 
serious consideration that at the very time the scarcity of currency for business 
purposes was at its height the country's volume of currency was increasing the 
most rapidly, and the amount per capita was much larger than in any recent 
year." 
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Considerable speculation in this lack of supply of currency- 
took place, some brokers making a specialty of it. Silver 
dollars also brought a premium, as the demand for cur- 
rency was more pressing than at any previous time, banks 
cashing checks, even for customers with ample deposits, 
only when absolutely necessary, and, in some instances, 
even then only in part. 

This scarcity of funds prevented a market for New 
York exchange at other centres, and domestic exchange 
was not sold at New York. Some merchants having 
pressing bills to pay at the West bought the currency, and 
sent it there by express, notably Eastern purchasers of 
grain and provisions. For the first time probably, in a 
widely extended country having modern mercantile rami- 
fications, in which ninety-five per cent, of the wholesale 
transactions is usually done on credit, general business 
throughout the United States was being done almost on 
a cash basis. As a result, commercial discounts were al- 
most impossible to make, and sales of merchandise were of 
a hand-to-mouth character. At Philadelphia and Buffalo 
the expedient was adopted of issuing certified checks as 
currency, marked "Payable through the clearing-house 
only," which practice was adopted in some other cities. 
Embarrassments of Nashville banks added to the list of 
disasters of this nature ; and the restriction of industrial 
production in all leading lines was more pronounced than 
ever, one investigation* into this phase of the situation 
reporting no fewer than one million idle industrial, min- 
ing, building, and other employees throughout the country 
contrasted with four hundred thousand similarly out of 
work at the period of greatest depression following the 
panic of 1884. 

During this period about $13,500,000 in gold was re- 
ported in transit for the United States, some of which was 
stated to have been purchased at from 1 to 2 per cent. 

*Bradstreet's, August 12, 1893. 



PHENOMENA OF THE PANIC IN 1893 141 

premium. Actual receipts of gold in the first half of 
August amounted to about $10,000,000. A feature of 
gold importations was noted in purchases abroad of $ 1,500- 
000 by Chicago capitalists and bankers, and $600,000 by 
banks in Boston. 

August 12 to September 2. The latter half of August 
continued most of the unfavorable conditions noted in the 
preceding fortnight, but at the close brought evidences of 
the beginning of the end. 

Country banking institutions and industrial establish- 
ments were still paying 1 to 3 per cent, premium for cur- 
rency in the third week of August ; and the use of certified 
checks as currency was more general, though there were 
fewer failures in business circles. The Treasury Depart- 
ment arranged to release silver dollars at the New Orleans 
mint to aid in moving the cotton crop, on the deposit 
of currency with the Sub-treasury at New York, which 
served to help the movement of that crop materially. 
During the week $10,000,000 in gold was received from, 
and $8,000,000 more was ordered in Europe. In the 
following week, while New York banks would not make 
new loans, they were granting renewals more freely, 
although commercial discounts were obtained with diffi- 
culty except at a few Western cities. But there was 
less hoarding of money, — a distinct gain, — and the stock 
market reflected this with a more cheerful tone. The 
premium on currency had declined to i to J per cent, at 
New York ; and there were fewer offers to pay a premium 
for gold in Europe, although the Bank of England rate 
had been advanced to 5 per cent., to prevent exports of 
gold to the United States. A check to the payment of 
premiums for currency was administered by the banks re- 
fusing to cash checks for those who desired to draw out 
funds to sell at an advance over face value. The receipt 
of $6,500,000 in gold from Europe, and the engagement 
of $3,000,000 more, were followed by the announcement 
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that Chicago and other Western banks had arranged to 
provide for expected requirements to move the cereal 
crops. 

Resumption of business by suspended banks marked the 
concluding week of August, and hoarding of funds was 
less noticeable, New York exchange rates at the West 
were lower, savings-banks announced that not more than 
10 to 20 per cent, of withdrawals of deposits demanded 
(under the sixty-day clause) were to be called for, the 
premium on currency fell to i to i per cent., the offers 
of a premium for gold in Europe disappeared, and $7,500,- 
000 in gold was received at New York from abroad. Add 
to these influences the growing belief that the Senate 
would pass the bill to repeal the silver purchase bill of 
1890. 

In mercantile circles prices of staples * were still greatly 
depressed, collections were as difficult to make as ever, 
and woollen manufacturers reported many cancellations 
of orders. The bank clearings total for the week 
touched low-water mark, reflecting the general situation 
a few weeks earlier, when the volume of business was 
only about one-half the normal. But it was evident the 
clouds were breaking, for more travellers were being sent 
out, indicating a revival of confidence, and there were not 
wanting signs of a tendency on the part of general trade 
to increase. 

September. September brought more confidence in 
the stock market, which may be noted by reference to the 
accompanying exhibit of fluctuations in prices of securi- 
ties ; also halting advances followed by a settling down in 
the volume of general business and of industrial output. 

The premium on currency disappeared, New York as 
well as other bank deposits were increasing,! funds were 
going East from the West, larger Eastern money markets 
were easier, bank clearings were gaining in volume, there 

* See the table of prices on p. 256. t See the table on p. 255. 
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were freer offerings of loans on time and extensions of 
discounts, a rapid retirement by New York banks of clear- 
ing-house certificates, and more favorable weekly bank 
statements. 

The earliest revival of trade was reported from regions 
in and tributary to the Ohio and Mississippi River 
Valleys; but industrial production, which gained some- 
what early in the month in almost all sections East and 
"West, soon fell off again. Collections were not improved, 
and doubt whether the Senate would pass the silver re- 
peal bill had a noticeable influence on the view of the 
public whether business could or could not expand in 
the near future. The receipt of $2,500,000 in gold from 
Europe in the first week of the month ended such im- 
portations for the time being. 

Cotton and woollen mills which started up were run- 
ning on short time with reduced force, but grain and 
cotton crops were being handled freely. Speculation was 
in a waiting attitude, operators looking forward to repeal 
of the silver purchase act in the Senate and to revival of 
confidence abroad in American currency and securities. 

October. The month opened with more cheerful re- 
ports concerning domestic trade, so far as prospects and 
"feeling" were concerned; but there was some conserva- 
tism in making loans, and delay of action by the Senate 
had an unfavorable effect. During the second week busi- 
ness generally was of a hand-to-mouth character, though 
reports respecting the outlook were more cheerful, except 
for the drag in the Senate. Collections continued very 
slow; but available funds in bank were heavier, and 
some demand was noted on the part of lenders for good 
commercial paper. In the third week like features were 
observed. The production of pig iron was at the rate of 
one-third of that one year before, and other leading manu- 
facturing industries continued depressed. The list of 
railroad embarrassments was added to by a receivership 
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for the Union Pacific and the failure of the Northern 
Pacific Company. The fourth week brought more en- 
couraging advices, especially the decision of the Senate 
to act favorably on the repeal of the silver purchase act. 
There were also gains in the volume of trade, increased 
purchases of shares and bonds at the New York Stock 
Exchange, larger supplies of money to lend on time, the 
receipt of $500,000 in gold from Europe, and further 
offerings to purchase commercial paper. In the following 
week, ending November 4, an early effect of the repeal 
of the silver purchase act, psychological or other, was 
seen in reports of a better feeling in commercial circles, 
pointing to a revival of confidence. More travellers were 
sent out by jobbers and others, but neither at that time 
nor in several succeeding weeks did the progress of ex- 
pected revival meet earlier anticipations. 

III. 

The writer on panics quoted at the beginning of this 
paper says of the "lowest point of depression" following 
panic that it is characterized by "a steady and radical 
reduction of loans and discounts, . . . until new enterprises 
are very scarce, till prices are very low, till there is a 
wide-spread idleness among workmen, a decrease in sala- 
ries and interest rates, when the public is wary and specu- 
lation dead and expenditures are cut down as far as 
possible." This, he adds, may be taken to mean " a rapid 
and continued resumption of every prosperous business," 
though, " if the above process is only partially performed, 
renewed trouble must result." 

Few who have carefully read the foregoing will be able 
to resist the conclusion that we have recently seen all 
these characteristics * of " the lowest point of depression." 

* On Saturday, December 2, the New York banks held $76,096,900 of sur- 
plus reserve, a gain of $5,261,725 on the preceding week and of $69,603,150 on 
the corresponding time a year ago. Their deposits were $32,483,400 more than 
a year ago ; specie, $25,269,600 more ; legal tenders, $52,155,000 more ; and 
loans, $35,168,100 less. 
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There remains, apparently, only one influence which may 
be permitted to act as a brake on the wheels of trade and 
industry. 

With the certainty of tariff changes before them, manu- 
facturers, merchants, and importers greeted the opening 
session of the Fifty-third Congress with the expectation 
and hope of speedy action. No repetition of the delays 
incident to the fight over silver repeal was desired. A 
restoration of confidence and a revival in business, in their 
opinion, were to depend largely on prompt action on the 
tariff bill by Congress, so that contracts and arrangements 
for future dealings might be made intelligently. Values 
could not be settled nor wages agreed to, nor mills and 
factories and furnaces put steadily to work, until the 
future of the tariff was known. 

Albert C. Stevens. 



note. 

Correspondence with clearing-house managers throughout the country shows 
that, while at many points, owing to free shipments from larger centres and 
other often local causes, the banks did not have to resort to issues of clearing- 
house certificates or the use of checks "payable through the clearing-houses 
only " as currency, at some points the reverse was true, notably in the follow- 
ing instances : — 

The New York Clearing-house Committee finished its work by cancelling 
$400,000 certificates October 31. The first issue of certificates was $2,550,000 
on June 17. In all, $41,490,000 were issued ; but the maximum outstanding 
at any one time was $38,280,000, from August 29 to September 6, when cancel- 
lations began, finishing, as above, after fifty-six days, Sundays included. This 
is a remarkable achievement, as shown by comparison with previous occasions. 
In 1873 the first issue was $6,650,000 on September 23. The maximum, $22,- 
410,000, was reached October 3 ; and it was not until January 14, 1874, that the 
last cancellation was made. In 1884 the first issue was $3,820,000 on May 15. 
The maximum, $21,885,000, was reached May 24 ; and by August 28 all but 
$250,000 had been cancelled. This amount, held for the Metropolitan Bank, 
was not finally cancelled until September 23, 1885. In 1890 the first issue, 
$1,495,000, was November 12. The maximum, $15,205,000, was reached De- 
cember 12 ; and the final cancellation was effected December 22. It is note- 
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worthy that the repeal of the Sherman act and the retirement of New York 
clearing-house certificates both took place the last week of October. 

The Associated Banks of New Orleans resorted to the use of clearing- 
house certificates, but only as a means of settling balances resulting from the 
exchanges daily at the clearing-house. The first issue of certificates was on 
June 26; total issue, $1,029,000; and on October 31 the last of the certificates 
were retired. On August 9 the banks adopted the limiting of currency pay- 
ments over the counter and the system of certifying checks for all other pay- 
ments by the banks to extend for sixty days. Long prior to the expiration of 
the sixty days, however, the banks were almost in their normal condition, and 
meeting all the legitimate demands on them for currency. 

The Chattanooga banks issued only $10,000 in certificates with which to 
settle balances between banks. 

Atlanta banks issued clearing-house certificates to the extent of $128,000. 

At Pittsburg the total issue amounted to $985,000, and at Baltimore 
$1,500,000. 

Boston clearing-house banks report the issue of loan certificates as follows : 
total amount issued, $11,695,000; first issue, June 27; last issue, August 23; 
first retired, August 18 ; last retired, October 20. 

The Philadelphia clearing-house issued approximately $10,000,000 worth 
of clearing-house certificates, the first of which was taken out about June 16, 
all of them being retired by December 1. 

At Wilmington, Delaware, bank depositors were requested August 7, by 
order of the clearing-house, owing to scarcity of currency, to mark checks 
"Payable through the clearing-house only." The clearing-house manager 
wrote October 31 : " Banks having large wages' accounts refused to allow 
entire pay-rolls, but this was only for a week or two. The banks here were 
able to allow pay-rolls several weeks before the Philadelphia banks eased up." 

Jacksonville, Florida, banks, members of the clearing-house, having safe- 
deposit boxes, refused to rent them for hoarding or putting away currency ; 
and resolutions were adopted that, " when cheek or checks on any member of 
this Association are received for collection, with request that remittance be 
made in currency by express, the said check or checks be certified ' Payable 
through the Jacksonville Clearing Association ' and returned " ; and that 
"checks, drafts, etc., received for collection or deposit, or which are cashed, 
are taken at the risk of the owner until final actual payment is received." 

The Nashville banks decided on individual action, contrary to the counsel 
of some local financiers. As a result, there was no reciprocity of relief. The 
Fourth National had accumulated a large surplus, and felt able to weather 
the panic. In a day or two it fell back on limited payments, and so kept 
open. The American National, after an hour's experience, saw the suicidal 
nature of the policy of attempting to face the panic, and closed. The First 
National was the first to shut up. The latter secured extension from depos- 
itors, and resumed. The American resumed in a few weeks, and issued cer- 
tificates of deposit aggregating only $30,000, all of which were soon called in. 
The Fourth National issued only $8,000 in certifications, which were soon 
retired, and in two weeks after the crisis threw open customers' accounts to 
checks. It is thus seen that the adoption of certificates of deposit was hardly 
more than nominal. 

The highest amount of clearing-house certificates in circulation at Bir- 
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mingham, Alabama, at any one time was about $33,000. The following form 
of clearing-house certificate in use at that city accompanies the letter from 
Birmingham : — 

Birmingham, Ala., 1893. 

This certifies that the Bank, 

of Birmingham, Ala., has deposited with the undersigned Committee of the 
Birmingham Clearing-house securities to the Talue of One Hundred Dollars, 
to secure to the bearer hereof the payment of the sum of Fifty Dollars in 
lawful money of the United States, payable at any time after ninety days from 
date hereof. 

This certificate will be received on deposit by any Bank or Banker of the 
Birmingham Clearing-house at par. 

Committee. 

At Richmond, Virginia, in order to offset the effects of the stringency, 
payment of exchanges between banks, usually settled on presentation, "for a 
short time, by mutual agreement between banks, was not demanded." 

The clearinghouse banks of Syracuse passed a resolution requiring each 
of them to ask depositors to stamp checks and acceptances of any considerable 
amount "Payable only through the Syracuse Clearing-house or in New York 
Exchange." This was done to check collections by express, thus taking the 
currency out of the city. 

At Worcester "several concerns with large pay-rolls paid off with cheeks 
for several weeks instead of currency. This was the only unusual expedient 
resorted to." 

Some Boston checks were used by Fall River banks to take the place of 
currency, but not in a considerable amount. One trouble was to meet weekly 
pay-rolls. When all mills are running, they require $175,000 weekly in cur- 
rency. This could not be met ; and pay-roll cheeks were issued by the mills, 
payable through the clearing-house. "About $200,000 worth were issued 
during August." 

New Haven, Connecticut, banks " encouraged depositors to stamp their 
checks ' Payable through the clearing-house only ' ; and, when cheeks of large 
amounts were presented for payment, it was the custom, unless holders insisted 
on receiving cash, to certify them, and request that they be deposited, so that 
they would be paid through the clearing-house." 

A like practice was resorted to by banks at Hartford, Connecticut. 

The president of the City Bank of Buffalo wrote October 27 : " Certificates 
were issued here first on June 27, and reached the highest point on July 9, 
when they totaled $925,000. During the currency scarcity only two banks 
here issued certified checks as a substitute ; and the amount was limited, and 
existed for a very short period. Most of us did not believe this to be the 
proper method of ameliorating scarcity. The fact is, during the entire period 
of the currency famine, Buffalo had about fifty per cent, more cash than she 
usually carries, and really did not need any substitutes." 

The Lexington, Kentucky, clearing-house manager wrote, November 1, that 
during the late panic the members "stood, as it were, each one for itself. . . . 
Since then steps have been taken to make it a legal concern" ; and, should 
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financial trouble come again, "the Association will doubtless be fully pre- 
pared for emergencies." 

At Detroit, Michigan, the banks resorted to the use of clearing-house 
certificates, the largest amount issued being $360,000. 

The St. Joseph bank clearing-house manager writes that, in the case of 
one or two of the banks which were close pressed, " several of us gave them 
the assistance necessary to tide them over ; and St. Joseph emerged from the 
panic without a failure." 

Kansas City banks, " as were the others throughout the interior, were 
greatly assisted by the patriotic and wise action of the New York City banks, 
who supplied the country with currency, the disbursement of which compelled 
them to resort to the use of these other representatives of money." 

Chicago banks were fortunate in having a good supply of currency, so 
that at no time did it command a premium there. This is attributed by the 
manager of the Chicago clearing-house, in some measure, to " the inflow from 
the World's Fair traffic, although during the early part of the season the Pair 
occasioned a very severe drain upon our financial institutions." 

The clearing-house manager at Minneapolis wrote November 10 • " During 
the summer months, while currency was scarce, we had, generally speaking, 
enough for our needs , but, as harvest approached, considerable uneasiness was 
manifested as to whether or not we were going to be able to handle our crop of 
wheat, as we knew full well that we could not, as in the past, rely upon our 
New York friends for any assistance in this particular. Some currency was 
brought in, I think chiefly from Chicago. I believe the elevator companies 
had under consideration a plan for issuing small certified checks to purchase 
grain at heir country elevators, and a few of these checks were issued ; but, 
before the practice became at all general, it was found to be a fact that, owing 
to the comparatively light crop and low prices, we had enough currency here 
or at our command to move the crop, and the issue of these checks was at once 
stopped. The total amount issued aggregated but a small sum ; and it does 
not seem proper to even mention the issuing of them, as the issue was so 
limited. Shortly after the crop-moving began, we were in receipt of telegrams 
from our Eastern correspondents, saying that they could ship us currency." 

At Fargo, North Dakota, clearing-house certificates to the extent of about 
$10,000 were issued in denominations of five, ten, and twenty dollars, each 
bank taking out certificates being required to deposit double the amount taken 
out of approved collateral. All the banks of .the city were made liable on 
the certificates. The issue of certificates stopped the withdrawal of funds 
from the banks. " Most of the business men were willing to acept them in 
lieu of currency. They certainly helped through the panic, and have all been 
redeemed." 

The Seattle, Washington, banks met, and resolved early during the depres- 
sion that "they would stand by each other through thick and thin." This 
"pulled all of our institutions through in good shape, without resorting to 
the methods adopted m other places." 

[The foregoing shows that banks in twelve cities issued about $63,485,000 
in clearing-house certificates with which to pay bank balances, and release 
temporarily that amount to meet the requirements of the general business 
community.] 



